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31 CFR Ch. II (7–1–15 Edition) § 223.10 

an admitted reinsurer in accord with 
§ 223.12. 

[42 FR 8637, Feb. 11, 1977, as amended at 79 
FR 62000, Oct. 16, 2014] 

§ 223.10 Limitation of risk. 
Except as provided in § 223.11, no com-

pany holding a certificate of authority 
shall underwrite any risk on any bond 
or policy on behalf of any individual, 
firm, association, or corporation, 
whether or not the United States is in-
terested as a party thereto, the amount 
of which is greater than 10 percent of 
the paid-up capital and surplus of such 
company, as determined by the Sec-
retary of the Treasury. That figure is 
hereinafter referred to as the under-
writing limitation. 

[34 FR 20188, Dec. 24, 1969] 

§ 223.11 Limitation of risk: Protective 
methods. 

The limitation of risk prescribed in 
§ 223.10 may be complied with by the 
following methods: 

(a) Coinsurance. Two or more compa-
nies may underwrite a risk on any 
bond or policy, the amount of which 
does not exceed their aggregate under-
writing limitations. Each company 
shall limit its liability upon the face of 
the bond or policy, to a definite speci-
fied amount which shall be within its 
underwriting limitation. 

(b) Reinsurance. (1) In respect to 
bonds running to the United States, li-
ability in excess of the underwriting 
limitation shall be reinsured within 45 
days from the date of execution and de-
livery of the bond with one or more 
companies holding a certificate of au-
thority from the Secretary of the 
Treasury. Such reinsurance shall not 
be in excess of the underwriting limita-
tion of the reinsuring company. Where 
reinsurance is contemplated, Federal 
agencies may accept a bond from the 
direct writing company in satisfaction 
of the total bond requirement even 
though it may exceed the direct writ-
ing company’s underwriting limitation. 
Within the 45 day period, the direct 
writing company shall furnish to the 
Federal agency any necessary reinsur-
ance agreements. However, a Federal 
agency may, at its discretion, require 
that reinsurance be obtained within a 

lesser period than 45 days, and may re-
quire completely executed reinsurance 
agreements to be provided before mak-
ing a final determination that any 
bond is acceptable. Reinsurance may 
protect bonds required to be furnished 
to the United States by the Miller Act 
(40 U.S.C. 3131, as amended) covering 
contracts for the construction, alter-
ation, or repair of any public building 
or public work of the United States, as 
well as other types of Federal bonds. 
Use of reinsurance or coinsurance to 
protect such bonds is at the discretion 
of the direct writing company. Rein-
surance shall be executed on reinsur-
ance agreement forms: Standard Form 
273 (Reinsurance Agreement for a Mil-
ler Act Performance Bond), Standard 
Form 274 (Reinsurance Agreement for a 
Miller Act Payment Bond), and Stand-
ard Form 275 (Reinsurance Agreement 
in Favor of the United States for other 
types of Federal bonds). These Stand-
ard Forms are available on the General 
Services Administration Web site at 
www.gsa.gov. 

(2) In respect to risks covered by 
bonds or policies not running to the 
United States, liability in excess of the 
underwriting limitation shall be rein-
sured within 45 days from the date of 
execution and delivery of the bond or 
policy with: 

(i) One or more companies holding a 
certificate of authority from the Sec-
retary of the Treasury as an acceptable 
surety on Federal bonds or one or more 
companies holding a certificate of au-
thority as an acceptable reinsuring 
company on such bonds, or 

(ii) One or more companies recog-
nized as an admitted reinsurer in ac-
cord with § 223.12, or 

(iii) A pool, association, etc., to the 
extent that it is composed of such com-
panies, or 

(iv) An instrumentality or agency of 
the United States which is permitted 
by Federal law or regulation to execute 
reinsurance contracts. 

(3) No certificate-holding company 
may cede to a reinsuring company rec-
ognized under § 223.12 any risk in excess 
of 10 percent of the latter company’s 
paid-up capital and surplus. 

(c) Other methods. In respect to all 
risks other than Miller Act perform-
ance and payment bonds running to the 
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